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OATH OR AFFIRMATION

1, _CURTIS LANE , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MTS SECURITIES. LLC , , as
of DECEMBER 31 L, 20 07 , arc¢ true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

A

AN

N YY)

NOTARY PUBLIC, STATE OF NEW YORK NSignature
[[2} No 010[6107191

QUALIFIED BN GUEENS COUNTY DESIGNATED PRINCIPAL

) %COMMISS N EXPIRES 0322/2008 Titl
<

Notary Public

This report ** contains (check all applicable boxes):

Bl (a) Facing Page.

& (b) Statement of Financial Condition.

X (c) Statement of Income {Loss).

& (d) Statement of Changes in Financial Condition.

E (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

E£1 (f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.

& (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

= (i) Information Relating 10 the Possession or Control Requirements Under Rule 15¢3-3.

[J () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 153¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consclidation.

& (1) An Oath or Affirmation.

[J (m) A copy of the SIPC Supplemental Report.

{3 (n) A reportdescribing any material inadequacies found to exist ar found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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Marcum & Kliegman LLP

Certified Public Accountants & Consultants
A Limited Uabllity Partnership Conslisting of Professlional Comorations

INDEPENDENT AUDITORS’ REPORT

To the Member of
MTS Securities, LLC

We have audited the accompanying statement of financial condition of MTS Securities, LI.C (the
“Company”’) as of December 31, 2007, that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on this financial statement
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statement is free of material misstatements. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statements
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statement referred to above present fairly, in all material respects,
the financial position of MTS Securities, LLC as of December 31, 2007, in conformity with
accounting principles generally accepted in the United States of America.

VNanecern ¢ Kleegman LLF

New York, New York
February 22, 2008

655 Third Avenue = 16th Floor « New York, NY 10017 « Tel 212-981-3000 « Fax 212-981-3001
Melville New York Graenwlich Grand Caymon
www.rmkllp.com




MTS SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS
Cash $ 448,074
Advisory and consulting fees receivable 65,000
Deposit 835

TOTAL ASSETS
LIABILITIES AND MEMBER'S EQUITY
LIABILITIES
Due to Parent $ -

Deferred tax liability -

TOTAL LIABILITIES

MEMBER'S EQUITY

TOTAL LIABILITIES AND MEMBER'S EQUITY

The accompanying notes are an integral part of this financial statement.

$ 513,909
$ -

513,909
$ 313,909




MTS SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - Nature of Business

MTS Securities, LLC (the “Company”) was organized on August 10, 2001 as a Delaware
limited liability company for the purpose of providing financial consulting services,
including financial valuation and modeling, preparation of financial and marketing
materials, financial structuring and strategic consulting. The Company is a wholly owned
subsidiary of MTS Health Partners, L.P. {the “Parent”).

On July 14, 2003, the Company obtained National Association of Securities Dealers
(“NASD”) registered broker and dealer status and is exempt from Securities and Exchange
Commission (“SEC”) Rule 15¢3-3 pursuant to (k}(2)(1) of that Rule.

Recent Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board ("FASB™) issued Interpretation
No. 48 ("FIN 48"}, "Accounting for Uncertainty in Income Taxes - An Interpretation of
FASB Statement No. 109". FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in an enterprise's financial statements in accordance with Statement of Financial
Accounting Standards No. 109, "Accounting for Income Taxes". This Interpretation
prescribes a recognition threshold and measurement attribute for the financial statement
recognition and measurement of a tax position taken or expected to be taken in a tax return.
This Interpretation also provides guidance on de-recognition, classification, interest and
penalties, accounting in interim periods, disclosure, and transition. In February 2008, the
FASB deferred the effective date of FIN 48 for nonpublic entities that have not yet issued to
third parties a full set of annual financial statements that incorporate the recognition,
measurement, and disclosure requirements of FIN 48. The Company is now required to
adopt FIN 48 as of January 1, 2008, but is not required to reflect that adoption in its
financial statement until the issuance of its financial statement for the year ending
December 31, 2008. The Company is currently evaluating the impact of the application of
this Interpretation.

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements” (SFAS
No. 157). This statement defines fair value, establishes a framework for measuring fair
value and expands disclosure of fair value measurements. SFAS No. 157 applies under
other accounting pronouncements that require or permit fair value measurements and
accordingly, does not require any new fair value measurements. SFAS No. 157 is effective
for financial statements 1ssued for fiscal years beginning after November 15, 2007. The
Company is currently evaluating the impact of the application of this Statement.




MTS SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - Summary of Significant Accounting Principles

Income Taxes

The Company is a Delaware LLC and files consolidated federal, state and local tax returns
with the parent on a cash basis. The members of an LLC are taxed on their proportionate
share of the Company’s federal and state taxable income. Accordingly, no provision or
liability for federal or state income taxes has been included in the financial statements. The
tax provision within these statements represents the Company’s share of the consolidated
group’s New York City Unincorporated Business Tax (“NYCUBT”). The NYCUBT is
calculated as if the companies filed on a separate retum basis and was paid to the Parent.

The Company recognizes deferred tax assets or liabilities for the future tax consequences
of events that have been recognized in their financial statements or tax returns. The
accompanying financial statements have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of
America. The Company prepares its tax returns on a cash basis. Accordingly, the
Company records deferred tax assets or liabilities for the increase or decrease in future
years’ tax liabilities related to the temporary differences which arise by utilizing these two
accounting methods.

Use of Estimates in the Financial Statements

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and habilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period. Actual results could differ
from these estimates.

Cash Concentration

The Company maintains cash with major financial institutions. Cash is insured by the
Federal Deposit Insurance Corporation (“FDIC”) up to $100,000 at each institution. At
times such amount may exceed the FDIC insured limits.

NOTE 3 - Advisory and Consulting Fees Receivable and Revenue

During 2007, the Company entered into four agreements with clients to provide financial
advisory services in connection with proposed business acquisitions, including analysis,
planning, structuring, negotiation, cxecution and various other advisory services. As of
December 31, 2007, the agreements were consummated and the remaining receivable
amount of $65,000 was recorded.




MTS SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 4 - Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (“SEC Rule 15¢3-17), which
requires the maintenance of a minimum net capital of $5,000 and requires that the ratio of
aggregate indebtedness to net capital, as defined, shall not exceed 15 to 1. At December 31,
2007, the Company had net capital of $448,074, which exceeded required net capital by
$443,074, and no aggregate indebtedness. The Company’s net capital ratio was 15 to 1 at
December 31, 2007.

NOTE 5 - Related-Party Transactions

The Company originally entered into a Services Agreement with the Parent on December 1,
2003, which was amended on January 1, 2006, under which the Parent shall provide various
administrative services on behalf of the Company in the ordinary course of business in
exchange for receiving a base service fee (the “base service fee”) of $6,000 per month.

During 2007, $72,000 of service fees were charged to the Company and were contributed to
capital by the Parent.

NOTE 6 - Income Taxes
Income taxes for the year ended December 31, 2007 consists of NYC-UBT of $853,397.

The parent paid the NYC-UBT taxes and the Company reimbursed the parent $477,037 and
contributed to capital the remaining $376,360.

END




